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Mineral Board seeking
-ways to ease oil slump

By CARL REDMAN
Caprtol news bureau

Concerned about slumping activi-
ty in Louisiana’s oil patch, the State
Mineral Board plans a summit in
advance of the spring legislative
session 1o see if the state can help
the oil industry weather its latest
downturn.

Mineral Board member William
Allerton of New Orleans said the
idea i3 to get everyone with a stake
in the oil industry together at one

, time.

Allerton said he continues to hear

about oil drillers and service compa-
, nies downsizing, shutting down or
_ leaving Louisiana for other states.

“One of the things we are very
interested in is if other states are
doing things to entice drillers away

from Loulsiana,” Mineral Board.

- Chair Monica Surprenant said. “Now
that things are slowing down, we
don't want people in the industry to
decide we will continue to operate in
Texas but not in Louisiana because
they are giving some enticements
over there.”

Louisiana cannot afford to see a
dramatic reduction in the number of
driilers and service companies like
it did during the oil bust of the
1980s, said Rick Heck, chief petrole-
um landman with the state
Deparmment of Natural Resources.

*This is a cyclical thing, and when
it goes back up, you want to have the
drilling rigs available,” Heck said.
*That's one of the things this forum
is going to try 10 do — keep some of
the activity going even though (oil)

prices are down.”

The price of Louisiana sweet
crude has fallen-from almost $17 a
barrel a year ago to just above $12a -
barrel today. -

Allerton, who chairs the special
board panel arranging the confer-
ence, said he hopes the conference
can be held in conjunction with a
Feb. 10 Mincral Board meeting.

That should give the board ampie
time to make recommendations to
the Legislature, Allerton said.

“There's probably some things
that can be done from a regulatory
standpoint that might encourage .
more drilling,” said Larry Wall, a
spokesman for the Louisiana Mid-~
Continent Oil and Gas Association.

“Some permit relief, some tax re-
lief and royaity relief on new leases
might be possible things to consid-
er,” Wall said.

The Mineral Board effort comes in
the wake of a January sale of oil and
gas leases on state land that brought
in iess than $1.5 million. +

The January sale was up from the
$650,953 netted in December but
substantially behind the $2.4 million -
lease sale of January 1998.

The January salie lowered the
monthiy average from new oil and
gas leasing to $2.2 miilion for the
1998.99 fiscal year, down from the
$4.2 million average a year earlier.

Heck said the slowdown isn't sur-
prising.

0il companies are cutting their
expenses, and many are putting
emphasis on developing land
already leased rather than seeking
new acreage, Heck said.



JSINESSSATURDAY == 5=

The Daily Advertiser Januar

Daily Newspaper

soity l' ’IH’

Staff and wire reports

LAFAYETTE — The State

Mineral Board is calling a forum
to discuss the oil industry crisis.
The MMS will assemble oil
and gas industry leaders, state
officials and economists to hear
concerns and recommendations
before the next legislative ses-
. glot to see if the state can help
the petroleum industry weather
the dowmturn in ofl prices.
“The forum's focus is to

_ | find ways to support the indus-

try at a time when oil prices
arelownndjobsarebetng
| lost,” said board member

~ Mineral Board plannin Wg
oil price summit .

said board chatrwoman Monica
Surprenant. “Now that things

are slowing down, we don't peo-

pie in the indusiry to decide we
will contime to operate in Texas
but not in Louisiana because
they are giving some entice-
ments over there.”
Louisiana needs to maintain
oil service companies so, after
oll prices rise again, there is not
a shortage of drilling rigs that

* occurred after the oil bust of the

19808 ended, said Rick Heck,
chief petroleum landman with
the state Department of Natural
Resources.

“Some permlttellef.sume

tax relief and royaity

* try trade group. The board's Jan-

uary saie of oil and natural gas
ieases on state land brought in
less than $1.5 million.

The iatest saie was higher
than the $650,953 netted in
December, but behind the $2.4
miliion lease sale in January
1998, .

an.p')




ALEXANDRIA DAILY
TOWN TALK
Alexandria, LA
Matro Daily

Hctro Press Alipping Turean

P.0. Box 66061
Baton Rouge, LA 70896

Phone (504) 292-1715

JAN-16-99

,___5
"Mineral Board plans  occurred after the oil bust of the

oil price summit
* BATON ROUGE (AP) —

State Mineral Board is planning a
" summit before the next legisla-
i tive session to see if the state can

: help the petroleum industry
] weather the current downturn in

oil prices.

The idea is: to get everyone
| together with a stake in the oil
; industry, said board member

. William Allerton. Allerton said
_ he is concerned about oil drillers
“and service companies cutting
: operations or leaving Louisiana.

. "One of the things we are very
! interested in is if other states are
doing things to entice drillers
away from Louisiana,” said
‘board chairwoman Monica
* Surprenant. ~“Now that things are
slowing down, we don’t peopie in
the industry to decide we will
continue to operate in Texas but
. not in Louisiana because they are
giving some enticements over
there.”
~ Louisiana needs to maintain oil
! service companies so, after oil
'pricesnseagam,therelsnota
shortage of dnllmg rigs that

l'
\

P

1980s ended, said Rick Heck, chief
petroleum landman with the state
" Department of Natural
Resources.

Allerton said he hopes the con-
ference can be held in conjunc-
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/Mineral Board plans

e

oil price summit

BATON ROUGE (AP) — The
State Mineral Board s Planning a
summit before the next legislative
session to see if the state can help the
petroieum industry weather the cur.
rent downturn in oil prices. *, :

The idea is to get everyone togeth-
¢t with a stake in the o] industry,
said board member William
Allerton. Allerton said he 15 con-
cemned about oil drillers and service
companies cutting Operations or
leaving Louisiana, 3

*‘One of the things we are very
interested in is if oher states are
doing things 10 entice drillers away
from Louisiana,”” said board chair-
woman Monica Surprenant. ‘“Now
that things are slowing down, we

o4

don’t people in the industry 'tokdecide
we will continue to operate ip Texas
but not in Louisiana becanse they are
giving some enticements over
." Louisiana needs to maintain oil
service companies so, after o] prices
rise again, there is not a shortage of
drilling rigs that occurred after the
oil bust of the 1980s ended, said
Rick Heck, chief petroleum |andman
with the state Department of N atural
Resources, N
Alierton said he hopes the confer-

ence can be heid in conjunction with
a Mineral Board meeting on Feb. 10,
That should give the board enough
ime to make needed recommenda-
tions to the Legislature, he said.
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“0il summit should
seek industry relief

‘" Our stand: Focus on federal, state needs

* Losing jobs bécause of worldwide
geclines in oil amd ges prices is hard .

ough to take; losing jobs to neigh-

ring states hecatise of shifts in the

industry could be devastating — t0: .

Louisiana. -
That's why a statewide oil summit
wide
cipation among industry ment-
bers and public aificials alike. The
State Minera! Board is planning the
summit for next month,
along with it Feb. 10 meeting, so
recommendations could be made in
time for the 1999 legislative session

-

‘beginning in March.

Board members have expressed
concern that financiaily strapped oil
companies il pick up their stakes
in Louisiana and merge drilling and
other field operations in Texas,
where the companies have offices.
“One of the things we are very in-
terested in is if other states are do-
ingr things to entice drillers away
froin Louisiana,” said board chair-
worhan Monica Surprenant.

Cértainly. Louisiana lawmakers
and Gov. Mike Foster should review
those incentives and -either match
or .surpass, them. The industry
sholild have-an equal shot at com-
peting in Louisiana as compared
with other states.

But the summit aiso should re-
view federal policies and tax laws to

and gas

*‘curity is endang

provide more dnllmgmcenhves. .

Any solution to the domestic oil
i industry’s problenis could
iriclude federal relief because, after
all, the industry has profound effect
aon the national economy and on na-
tional security. Currently, that se--
gered because more
than 53 percent of U.S. oil deliveries
come from overseas.

The oil summit in Louisiana
should provide an opportunity 10 fo-
cus public attention and goverm-
ment-action on the industry’s needs
in the face of the downturn. While
its effects on jobs and state rev-
enues has been minor in compari-
son with the 1980s collapse, overall
losses are grave enough to require
a cohesive, comprehensive re-
sponse. )
The summit could find that relief,
just in time to launch an industry-
wide recovery for the next century.
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0l orisis meeting -~ GLP‘
Scheduled for Feb, 10 15>

BATON ROUGE — The State-
Mineral Board will hoid a spe-
cial meeting at 1:30 pm. Feb. 10
in Baton Rouge to focus on the
current oil industry’s crisis and
its impact in Louisiana. The
meeting is scheduled to follow
the next reguiar Minerai Board
meeting at the Department. of

Natural Resources,

(Oil meeting |
plz_gmed

By JOHN M. BIERS L)
Energy urver .

" Louisiana officiais are wor-« e
ried the state will lose oil johe-~ " -

to other states that have re-
sponded to the downturn in®

the industry by enacting pro- -

grams to lower the cost of do- | =

ing business. . .
The Louisiana .Mineral:
Board, which ieases and man- .
ages the state iands and off-
shore xites. has scheduled a spe- -
cial meeting Feb. 10 in'Baton

Rouge to discuss the maiter. .
Ses Ol C7: |

/
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From C-1

‘The board is interested in hear-
ding bow local businesses sre
weathering the depression, which
hait seen oil prices drop by about
40 percent in the iast year,
‘prompting thousands of layoffs
‘and numerous canceied projects.
.. The atate is especisily- inter-
‘estad in hearing from those who
do business in neighboring oil
states. ] .
“What we're hoping to find out

is what Oklahoma has done, what

‘Texas has done,” said Metairie's
"T8ill Allerton ITI, a Minera} Board
miember.

In recent weeks, both states
ive called special sessions to
-diécuzy various relief programs.

*  Allerton said the board is con-
‘sidering a number of edministra-
tive moves to cut the costs of
.doing business here. For example,
the state might waive one of two
Jfees on companies that collect
maismic dats from state water

whottoms, he said. Such data are
usad byhenlersy compnn:'lu to pin-
‘point the location of oi and gas
.deposits. * .

. Louisiana officials alse have
-spokan of reducing taxes on some
Jow- or moderate-producing

wells. Some of the proposed

changes might require new legis-
lation. Later this season, the min-

eral -board wil present its
findings from the Feb. 10 meeting
to the governor and the legis-
lature. k
Given that oil is a woridwide
commodity affected by globai
events, Allerton said the state's
power to influence the situation
in limited. .
“We don't want to suggest to

anyone that we have a magic.
wand,” he said. “But there might

soms incentives we could put
in place that won't wreck havoe

on the budget but will continue tg -

keep jobs in Louisinna.”

Last month, Gov. Foster or-
dered s state hiring freexe and
caps on other spending due to a
shortfail of $25 million to $60
million caused in part by lagging
oll revenues.

The state recoups about 10
percent of its revenue directly
from the industry through a tax
on preduction within Louisiana
and royalties on oil and gas devel-
oped from state iands. Since oil
prices began sinking about 14
months ago, Louisiana has lost
more than $50 miilion compared
with the previous year,

Thes secondary impacts from
the downturn include lost tax
revenuy resulting from energy-re-
lated layoffs andwreduced activity
for_drillers, suppiiers and other
oilﬁeldilerviu companies that

Other states examined

have less business' when opera-
tors cut their budgets.

Last week, U.5. senators from
oil states rallied behind legis-
lation to give tax incentives to
smail producers. But the measure
is given a smail chance of passing
because lawmakers. from most
other regions of the country are
leery of the politically unpopuiar
oil industry and do not want to be
Sodn as supporting legislation

" that might be associated with a

Pxice increase at the pump.

R ;Qhunt such a national effort,
Allerton suggested Louisiana is
caught in a kill-qr-be-killed bind,

“Every state wants to protect
ita interests. Texzas wants every-
one to leave Louisiana and work
in"Texas. Oklahoma wants every.
one to work in Oklaboma,” Aller-
ton said. “If Louisiana does not
seize the opportunity to protect
Louisiana within the industry,
then nobody else is going to.”

The State Mineral Board wiil
hold its specini meeting.on Feb.
10 &t 1:30 p.m. Interested partici-
panta should register by phone at
(226) 342-4615. More infortmation
can be found at
www.dnr.state.ls.us/sec/execdiv,
pubinfo/newss/mineraiforum sai.
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Board asks state’s o1l mdustry

how best to ease the pain

By Stephen Stuart siaff wrier

STATE MINERAL BOARD officials hope
Wednesday's forum on the oil crisis in
Louisiana will elicit recommendations for
helping the industry, which has few opuons
for reiief as oii prices remain low.

State support is necessary to stave off job
losses and production declines and keep
Louisiana competitive with other oil states
that have begun to aid struggling dniilers,
board member William Allertoxn: III says.

“In order for Louisiana to compete effective-
ly with our neighboring energy states. we're
haping to identify recommendations that the
governor and state Legjshature can consider in
the next legislative session.” Allerton says.

The Mineral Board invites companies.
industry officials and others to speak at the
forum in Baton Rouge or submit written com-
ments. The board will gather the informadon
into a report for Gov. Mike Foster and lawmak-
ers before die irew session begins in March,

Allerton says the forum is one way thie
industrv and Mineral Board can work togeth-
er through the downturn, ~e want s to be
a true parwnersiup,” e savs,

But the industry will likelv rely on thie Mineral

Board and other state agencies for the bulk of

any relief. Legislators cannot considier fiscai mat-
ters. such as tax breaks. i the reguiar session
because 1999 is an odd-numbered vear. Few
possibiliies exist in Congress. wiiere ou-produc-
ing states are far cumumbered by other states
enjoying the lowest gasoline prices i years,

~ The strongest hope for congressional
action is the U.S. Energy Econonuc Growth
Act, a bill introduced in the Senawe 1n January
by Sen. Kay Bailey Hutchison (R-Texas).
Several oii-state senators have signed on to the
bill, including Majority Whip Don Nickles
{R-Okla.) and Lowsiana Democrats john
Breaux and Mary Landrieu.

The bill gives wx credits to independet
oil and gas producers’ marginal or strpper
wells, which produce up 1o 10 barreis of oil 2
dav or 60.000 cubic feet of nawrai gas.
Louisiana has about 18.000 cii and 8,000
nawural gas marginal wells.

Larrv Wall, spokesman for the Louisiana
Mid-Cononent Qi and Gas Associagon, savs
it will be 2 challenge to push thie bill through
Congress. but some veteran oil-state senators
like Breaux may be able to use their influence.

In Louisiana. one option is for the Mineral
Board to extend the amount of dme a compa-
ny has 1o shut-in a well before the lease reverss
back to the state and the company must plug
and abandon the well for good. Curent leases
allow 90 days for shut-ins, but the board
could amend leases on a case-by-case basis.

The exra ume would help coastal dnilers
and others halt production on wells without
jeopardizing the lease or having to produce ata
loss, says Don Briggs, president of the
Lotiisiana Independent Oil 8 Gas Association.

S

£ Minerai Board Forum

" The forum to discuss ihe state’s of indusiry omsis. -
% vl follow the State Mineral Board mesting Feb. 10
¥ -2t 1:30 .. in the State Mineral Boavd Hearing
*" Room on the first floarof the State Land and Natural -
 Resources Bukding, 625 N. &th St, Baton Roug.

" Yo speai, call e board at 225-342-4615 o sign’
. up before the start of the meeting,

WRE B

The Mineral Board could also decrease the
percentage of state rovaity revenue from new
wells. Briggs savs.

Companies pay rovalties ranging from au
eighth to more than 20% of revenue after sev-
erance laxes. The board couid reduce die per-
centage as low as an eighth for exisung leases.
but it would depend on the company’s siaa-
tion and probably requre Foster's permission.
says Gus Rodemacher. board secretary.

Rodemacher savs the board plans to use
the forum to expiore fengtheming shut-in ome,
reducing rovaltes and other possibilites.

The state receives about 8% of its revenue
fom royalties on existing wells, far less than
the 42% chunk in the eariy 1980s, and Briggs
says lowering the percentage for new leases
would not affect the current state budget. “On
new wells. it wouid be an imncenuve.” he savs.

Another option would be for tile state
Legisiature 1o redefine incapable welis — which
produce from 10 to 25 barrels a day — as saip-
per wells wiien oii falls below a certain price. At
that point. the state couid warve severance Gxes
as it already does for all stripper weils, “1t would
be a minimal impact to the swate,” Wall savs.

Briggs esumates it would cost the state
ouly $2.7 million. but he’s not sure if the
change qualifies as a tax matter and thus not

germane to the 1999 regular session.®
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With the price of South Louisiana Sweet
Crude down to $11.52 a barrel, big cil com-
panies announcing big layoffs and indepen-
dent companies and small operators
staring at financial failure, the Qil Patch is
comparing current conditions to the col-
lapse of the mid-"80s. '

The oil industry’s economic effects
ripple throughout the state’s economy, and
while the price of oil is far beyond state
control, there may be something the state
could do to cushion the blow here while the
industry struggles back to its feet.

The state Mineral Board is holding a
forum next Wednesday afternoon in Baton
Rouge to seek advice. The board is charged
with granting and administering oil and gas
leases on state-owned land and water bot-
toms and generating revenue for the state
through royalties, bonuses and rentals.

The forum is a way of hearing from in-
dustry representatives, state officials and
- individuals ideas about how the state can
help through regulatory and legislative
measures and find other kinds of emer-
gency assistance. Input can take the form
of presentations in person at the forum —
at {:30 p.m. in the State Land N&tural Re-

would exempt wells producmg less than 15-

"""'it} "-"“(m"
: nawM HI .mJ ‘!ﬁl

s i g A
sources Buﬂdmg — or written proposaIs
sent to the board. o~

Natural Resources Department Secre v
tary Jack Caldwell has suggested one thing
the state could do: Give additional tax:
breaks to- operators of stripper and “incap-"""]
able” wells. Strippers are defined as oil’
wells producing 10 barrels or less a day; in-
capable wells produce 25 barrels or less. “ '’

~ That is what Texas Gov. George W 1
Bush is proposmg for his state’s industry.
He has given the legislature a'bill that

barrels a day at a selling price of less than -
$15 a barrel from the severance tax for-
three months. Oklahoma is moving tnward
cutting its oil severance tax, too. :

But the Mineral Board also wants to-
bring in other state agencies that might
help, the state’s congressmnal dalegatlon _
and federal government agencies such as
the Small Business Administration. - -

The board will put together the infor-
mation it gets at the forum into a report
with recommendations to Gov. Foster in
time for the regular session of the Legis-
lature in late March. The board has had a
good idea, and we hope its efforts produce
some workable, dﬁordable proposals.

gt T g, - e
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Oil industry officials ask for state’s help

By CARL HEDMAN
230401 news oureay

Representatives of Louisiana's ailing o1l
and gas industry urged state mineral
resource officials Wednesday to get behing
tax and regulatory changes that might help
businesses hold on untif prices rebound.

The only reat salvation of the slumping
industry would be a boost in oil prices. but
the state can take sume steps that would pro-
vide retief, espectally for small producers.
tndustry representatives said at a forum

M Suggesied changes list, Page 70

sponsared by the State Minerai Board.

Jim Porter, president of the Mid Continent
Ol and Gas Association, said Louisiana otfi-
vials don't have any control over the world
price of oil.

Nonetheless, Porter said. Louistana gov-
vimment can make some changes that would
help ol and gas producers hang on until
prices rebound.

Porter said une ot the things the industry
would like to see 15 a graduated severance

+

tax that iinks tax rates to the price of oil.
This way, when oil prices fall severance tax

. rates wouid drop as well.

Porter said the state 1sn't as dependent on
il and gas revenue today as it was during
the oil bust of the 1980s and couid more easi-
ly afford to give up some tax revenue to help
il and gas producers.

But Porter conceded that the Legislature is
banned from considering tax changes this
year.

" See OlL, Page 7D

Qil

CONTINUED " ROM PAGE 10

Don Briggs. president of the
Louisiana [ndependent Oil and Gas
Association. suggested the
Legislaturc consider redefining
stripper wells and other wells that
produce very little ol to give tax
breaks to more marginal wells.

Stripper weils produce 10 barrels
of ol a dayv ar less. Briggs' group
suggested redefining those wells to
include ail weils producing 25 bar-
rels a day or icss.

Stripper wells pay no severance
tax when oil prnces are beiow 320 a
harrci. Sweeping in more welils
would cost the state about S2.8 mu-
liont a year. Briggs said.

Brigps also suggested broadening
tive dgefinition of other marginal
weils so that their severance tax
rates would drop when ou prices are
low,

Porter and Briegs said they met
recentiv with Gov. Mike Foster to
talk about the situation and that he
scemed willing to work with the
industry.

Foster said later that he has en-
couraged the Department ot Natural
Resources and the State Minerai
Board to be liberal in enforcing
some state ruies wntil oil prices go
back up. “There s not a whole lot you
can dao, but anything we can do, we
need to try because the situation 1s
serous,”’ Foster sawd.

Bob Baumann of the LSU Center
for Energy Studies said Louisiana
siouidn’t expect much assistance
‘rom the tederal level

“Low energy prices are darn good
for the nationai economy,” Baumann
sawd. “And, if you're an elected
politician. boy. it's hard to go against
that.

“[n the biz mcture. { don't see that
the feds can reaily do a lot. nor have
they ever had a history of ever
uoing a lot.”

Caumann said Louisiana can take
>ome small steps that will hetp those
in the o1 industry hang on and be
rcady wnen i prices g0 back up.

i'or exampic. {3aumann sucgested
#ie Mineral Boara allow margimal

il producers to siop production

el TAAna wrivrima vhoip nncae An

Rather than sell oil at very low
prices, it can be saved and soid in
the future once o1l prices go up,
Daumann said.

Art Price, chief executive officer
of Badger il Corp. said his compa-
ny does not currentiy operate a stn-
~leoil well that 15 turming a profit.

Price said a singie day doesn't 20
v without one employee or another
usking about the future of the com-
rany and their job secunty.

Rubert Meredith, chief cxecutive
vificer of Hogan Exploration, said
15 centrat Louisiana oil company
ad 40 empioyees a ycar ago and s
Jown to oniv 13.

stopping frequently to compose
~imself. Meredith toid the Minerai
Soard about having to lay off a long-
iime employee and friend who has
\ittle education and little or no expe-
-1ence 1o get a Job outside the od and
228 Industry.

“Don't feel sorry for me.”
*feredith said. “I'll figure out some-
-ning. But, countiess others who are
~eing devastated — keep those peo-
»le in mmd.”

Department of Natural Resources
Secretary Jack Caldweil said a few
things are being done aiready 10
.iss1st those in the ol and gas busi-
ness. Caldwell said the Mineral
3uard has begun, on a case-by-case
“asts, easing up on the demands
~1aced on oil and gas companies 1o

- svetoD lands leased from the state.

‘aidwell said the Office or Con-
-MAUOR 1§ waIving production fees

- sume marginal weils and the

rate 15 spending money on oifield

sstoration that will provide work

it some of the oulfield service com-
~anies.

“n addition. Caldwell said the statf

s looking into changes tn bidding
-rocedures on state land that would
reduce the amount of money compa-
a1es give the state at the ume of the

.ase sale and have the state get its

Tioney once the {and is deveioped.

Tax changes suggested for industry

Capitol naws bureau

Here are some changes sug-
gested at a forum on problems
faced by the oil and gas industry:

+ Rework the severance taxes
to provided for graduated laxes
tied to changes n oil prices.

+ Allow ot producers to cease
production on a case-bv-case
basis until oil prices recover
without losing lease rights on
state iands.

+ Come up with new rental and
royaity requirements for leasing
state lands.

« Encourage the Loutsiana Tax
Commussion to roil back a 27 pet-
cent increase in property tax
assessments on oilfield equip-
tment.

« Stop charging sales tax o.
producer-owned gas used to fue
production equipment.

« Rework tax breaks on striv
per, incapable and other weil
with margtinal production.

« Eliminate the $60-per-acre be
ing charged by the state Deparr
ment of Wildlife and Fisherte
for conducting seismic tesung o
state wildlife managed lands
That fee is being charged on to.
of fees charged by the Minera
Board.

+ Exempt from sales taxes utii
ty charges on energy used fo-
production of oil and gas.

« Work with utilities and th.
Public Service Commussion on a1
cmergency rate structure for
marginal weil producers.
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Oil in'dustry'
seeks assistance

from state board

By Thik Amacinted Prow

BATON ROUGE — Qil prices have
fallen 30 much that a gatlon of gasoline
in many places in Louvisiana now costs
less than bottied water.

Chief among the suggestions was 3
break on severance taxes.

had on people who work in the indus-
try, saying behind the graphs and
charts and numbers, Louvisiana oiti-
zens are suffering.

“Let me give you a ghimpse into our
reality,” said Art Price, an executive
with Badger Ol in Lafxyette, where
gasoline was recentdy seiling for 72
cents a gallon.

“Prices are down 38 percent, We
don't operate 2 well that makes a prof-
it. Employees question whether they'll
have a.job. When you hear all these
sixtistics. remember that what we're
discussing is real people whose
;iitfresdependondﬁsmausuy,"l’ﬁne

“There are countess hard working
citizens who are being devastated. |
ask you ta keep those people in mind,”
added Robert Meredith, an executive
of Hogan Exploration in Columbia,
which last year employed 40 workers
but today has only 13. .

In recent months. the price of oil has
dropped to S10 a barrel, the lowest
ever when adjusted for inflation, said
Don Briggs of the Louisiana
[ndependent Oil and Gas Associarion,

That means that it costs as much to
get oil out of the ground as it is selling
for,

Why the low prices? A giut of oil on
the market and almost stagmant
demand.

The main suggestion offered by the
industry was a change to the stata’s
Severance [ax STuCLre,

Currently. the severance tax on
what are known as “fully capable
wells™ is 12.5 percent A fuily capabie
well produces more than 25 barreis of
o per day.

The severance tax on incapable
wells. which produce hetween 10 and
25 barrels per day, is 6.2 percent and
on stripper weils. which produce 10
barreis a day or less. is 3.1 percent.

LIOGA suggested that new thresh-
Olils be wsed o detine weilts, Their ree-
ommendaton: ncapable wells would

“Prices are down 38
percent. We don’t
operate a well that
makes a profit.
Employees question
whether they’ll have a
job.”

Badger Oll axecutive Ant Price

be defined as those producing
between 25 and 35 barrels per day and
suipper wells as those producing 25
barreis a day or less.

The end result of LIOGA's sugges-
tioa is that there would be more wells
defined as stripper and incapable
wells, which pay lower severance taxes
than other weils,

LIOGA officialy said the change for
stripper weds would result in $2.8 mil-
lion a yesar in jost severance taxes to
the state. They did not know how
much the change for incapable welis
would cost.

In addition, the Louisiana Mid-
Coatinent Oil and Gas Asacciation pro-
posed that a trigger point be- estab-
lished at which the severance txx on
incapabie wells is suspended.

There already is a trigger point at
which the severance tax on stripper
wells is suspended — when oil falls
below $20 a barrel

®Allow producers with state jeases
to temporarily shut oil weils during
periods of iow prices, without iosing
their leases,

#Roll back the 27 percent ad vai-

orem taxes on ol and gas drilling and
2 h "

®Reduce environmentai and other
reguiations during periods of low oil
prices to minimize costs to the indus-
y.

®Exempt sales taxes on utility costs
associated with the production of oil
and gas.

Rep. Wilkam Danje), D-Baton Rouge
and an independent oil producer, said
he would take the suggestions o the
Legislature.

"My hope is that higher dil prices
will eventuaily bail us out ... but we
need short term belp,” he said.

The Mineral Board was expevted to
begin discussing the suggrstions
when it meets again next month.



